exception of one in New Haven which was overlooked, was visited. At all except four of the 157 banks answers to the list of questiois were secured.
The answers in each case were secured by the investigator, the junior author, from an officer or clerk familiar with the operation of the loan and discount department. In most instances the person interviewed was the officer in charge of that department; in the remainder, the discount clerk. The list of questions was handed to the officer or clerk except in about ten cases in which the questions were propounded orally. In these ten cases there was nothing during the course of the interviews or in the content of the answers which indicates any difference in the answers because of the manner in which the questions were asked. In all instances questions were answered by word of mouth in the order in which they appeared in the list of questions. If an answer did not seem to be clear or responsive the investigator explained the question. Pains were taken always to give the same explanations. The answers to the questions which were explained are perfectly consistent with the answers to the same questions unexplained. The answers were forthwith recorded by the investigator. Confidential use of the answers was always promised. Most of the questions dealt with matters of banking practice in regularly recurring situations and not with matters of policy or the action taken in exceptional situations. The answers purported to state that practice. Some questions asked for estimates of the frequency of certain specified behavior. With a few exceptions the persons answering seemed interested in the inquiry. In all but one or two cases the answers were willingly given. In these, however, the questions were not slighted in any way. The fact that the questions did not seek to elicit any information which would be embarrassing to the person answering or to his bank, together with the confidential use of the information which was promised, must have eliminated any tendency to color or falsify the answers. Consequently it is believed that the answers are comparable and with the exception of the answers to questions asking for estimates of frequency are reliable. The reliability of these estimates will be discussed below.
The list of questions used at the beginning of the inquiry was:
Situatm. for questions 1-6: You are lwlding a time note made by one of your customers which you have discounted for 1dm.
1. Do you send him a notice previous to maturity?
time when the reports were published and October 1929, two banks merged. An examination of the classified directory in the telephone book for each of the larger towns disclosed two new banks. It was also found that two national banks had state ctarters as well as national charters though but one commercial banking business was done by each.
2. On the day of maturity do you charge his account upon the receipt of his check, drawn on you, for the amount of the note? 3. On the day of maturity do you charge his account upon other specific authority such as personal interview, telephone message, or letter? 4. On the day of maturity do you charge his account without specific instructions from him to do so? If "yes" (a) at what hour do you make the charge? (b) do you send him a debit slip?
(c) what procedure do you follow if he does not have a credit balance equal to the amount of the note? 5. Does the procedure on the day of maturity, given above, vary according to whether or not the loan is secured? If "yes" please explain.
Situation for questions 7-13: You are holding a receivable, the maker and endorser of which are your customers.
9. Do you send the maker a notice previous to maturity? 10. Do you send the endorser a notice previous to maturity? 11. On the day of maturity do you charge the maker's account without specific instructions from him to do so? 12. On the day of maturity do you charge the endorser's account directly without first looking to the maker? 13. On the day of maturity do you charge the endorser's account if the maker's balance is insufficient to meet the note? Situation for questions 18-20: You are holding a demand note of a customer on which you have made him a loan. 18. Do you ever charge a demand note of a customer to his account without any notice or call upon him to do so? 19. How much time do you allow a customer to pay a demand note after it has been called? 20. At the end of this time do you treat it as though it were a matured time note?
21. When do you treat a demand note as past due? 28. Of those time notes which are paid in full by the borrower, approximately what percentage are paid: (a) by drawing a check, on his account with you, to your order for the amount of the note? (b) by instructing you, by letter, telephone or personal interview to charge his account? (c) by your charging his account without such instructions or check?
After thirty banks had been visited the list of questions was amended by the addition of the following questions: No change was made in any of the other questions nor were any excluded. With the exception of question six, the answers to these additional questions are not germane to this study.
The interpretation of certain of the questions and answers should be made explicit. Questions two, three, four, and five asked whether or not the bank makes a "charge" in various specified situations. The word "charge" (whether the charge was made after the receipt of a check or instructions or without either check or instructions at the opening or close of business, and whether the charge was made before, on, or after the day of maturity) was taken to mean (a) the making of a debit entry in the customer's ledger account resulting in a reduction of the book credit balance, and (b) the reference, thereafter, by the paying or bookkeeping department, of all checks and other items for more than the amount of the book credit balance (after the debit entry) to an officer as in the case of other overdrafts. Answers that a charge was not made were taken to mean that checks were honored up to the same amount that they would have been had the note not matured.
Questions two, three, four, and five were directed at situations in which the customer has a sufficient balance. Question four made express reference to an insufficient balance situation. Moreover in every interview the fact that these questions were concerned with sufficient balance situations only was made clear to the person being interviewed. A sufficient balance was stated to mean that the book credit balance of the customer at the time the debit entry is made on the day of maturity is equal to or more than the amount of the note which matures.
Question six asked the percentage of single name unsecured, endorsed unsecured, and secured notes which either had been discounted for or upon which loans had been made to the maker. It is believed that the estimates given in response to this question are unreliable. The banker groups all his notes, time and demand, directs and receivables into two classes, secured and unsecured. The financial statements of banks are exemplary. He does not classify notes into demands, directs and receivables and then subdivide each class into secured and unsecured. There is no way of deciding which of the persons interviewed attempted this difficult task. That some of them did not is indicated by the fact that some bankers who in reply to question five answered that their banks held no secured time notes, nevertheless, in answering question six gave an estimate of the number of their secured time notes. Consequently the answers to question six are relied on simply to show that time notes sometimes are secured and sometimes are not.
Question fifteen asked what percentage of all maturing time notes are paid and what percentage are renewed. In each interview it was made clear that "paid" referred only to notes paid in full and that "renewed" included notes renewed either in part or in full. Nevertheless, it is believed that the answers should be interpreted as estimates of the percentage of the face amount of all maturing time notes received in payment (whether in part or in full) and the percentage of that amount renewed (whether in part or in full). Since the matter in which bankers are interested is their available loaning capacity, what they probably had in mind in answering the question is the average percentage of the total amount paid each day upon their daily maturities. The answers to question fifteen are interpreted as giving percentages of amounts and not of items.
Question sixteen asked the percentage of time notes renewed either before or at maturity and the percentage of time notes renewed after maturity. It is believed, however, that the answers give the percentage of notes taken care of, i.e., paid in full, paid in part, or renewed in full, at or before maturity and the percentage of notes taken care of after maturity. In many instances the answers first given were that a certain percentage of notes are not taken care of and when it was made clear that the question referred to renewals the answers were nevertheless allowed to stand. In other instances it was said that the answers stated the percentage of notes taken care of on or before and the percentage of notes taken care of after maturity. The apparent similarity between this question and one asking the percentage of time notes taken care of at or before and taken care [Vol. 40 of after maturity is another factor making for the same conclusion. The answers are therefore interpreted as estimates of the percentage of notes taken care of at or before maturity and the percentage of notes taken care of after maturity. Even if some of the answers do refer to renewals no major difficulty is presented. It is judged from experience that the ratio of the percentage of notes renewed at or before maturity and the percentage renewed after maturity is the same as the ratio of the percentage of notes taken care.of at or before maturity and the percentage taken care of after maturity.
The answers to question sixteen are taken as percentages of the number of items and not as percentages of the amounts. Many of the answers to question sixteen were "very few notes are renewed after maturity," or "a small percentage of our notes are not taken care of promptly," or similar statements which referred to items. Again it would seem that the experience of note tellers and officers would be such as to cause them to think of the number of notes taken care of promptly and the number of notes not taken care of promptly. Furthermore it would seem to be extremely difficult to answer this question in terms of amounts.
Questions fifteen and sixteen were not in terms limited to notes received from customers. But the answers are taken to refer to such notes. Except for purchases in the open market, which at the express request of the investigator were never included in the answers, the vast majority of time notes held by banks are received from customers.
Question twenty-eight asked in what percentage of the cases in which time notes are paid in full does the borrower give the bank a check on his account, in what percentage of the cases does he instruct the bank to charge the note and in what percentage of the cases does the bank charge the note without instructions or check. Since the question referred to all time notes the answers refer to payments of both direct time notes and receivables, whether secured or unsecured. Because the word "borrower" means, to a banker, the person for whom a note is discounted whether that person is the maker or an indorser the answers refer to all payments whether by the maker of a direct, by the maker of a receivable, or by the indorser of a receivable. Although question twenty-eight does not specify the date of payment the answers refer to payments made on and after the day of maturity and not to those made before maturity. Experience is believed to justify the conclusion that the latter occur so infrequently that the question was not taken to refer to them. Consequently the answers to question twenty-eight indicate the percentage of time notes, whether directs or receivables and whether or not secured, which are paid in full on and after ma-1931] turity out of the checking accounts of makers and indorsers by checks, by instructions, and by debits (without either check or instructions).
While question twenty-eight does not offer any basis for estimating the number of payments made on the day of maturity as compared to the number of payments after the day of maturity, the answers are interpreted in the light of the answers to. question sixteen to indicate that the ratio of the number of payments on the day of maturity to the number of payments after maturity is that given by the answers to question sixteen. Thus the ratio of the number of payments by check on the day of maturity to the number of payments by check after the day of maturity is that given by the answers to question sixteen. This is equally true of payments by instructions and by debits (without either check or instructions).
Questions fifteen, sixteen, and twenty-eight asked for estimates of the frequency of certain aspects of behavior in terms of percentage. The answers are of course approximate estimates and their expression in numerical terms should not be allowed to mislead. The convenience of using such symbols in assembling and comparing the answers to these questions is so great that percentage figures are employed notwithstanding the danger of their misleading appearance of precision. Likewise convenience dictates the use of "frequency" to refer to estimatcs of frequency.
The answers as interpreted were tabulated. Since whether a transaction is sequential depends on its frequency, in order that the results shall approximate the fact as closely as possible, the answers of each bank should be weighted according to the number of transactions occurring in that bank. This is not done because the study does not show the number of transactions. Approximations of the number of transactions in each bank by an analysis of the item of loans and discounts in its financial statement or by reference to the volume of its resources are of little if any value. The average amount of notes varies considerably with each bank. Also, the item of "loans and discounts" includes directs and receivables, time and demand notes, customers' paper and paper bought in the open market in proportions varying so widely that there is little likelihood that the volume of loans and discounts is an index of the number of transactions. Similarly there seems to be no evidence of any relationship between the size of a bank, as measured by its resources or any other standard, and the number of transactions. Consequently in making the tabulations the answers were given equal value, doubtless with the result that the calculated frequencies are the less reliable.
In instances in which non-numerical answers were given to
questions asking for percentage estimates of frequency the probable numerical equivalents were substituted so that averages might be made. This was done without hesitation since the estimates of frequencywere asked and given in terms of percentages merely because this is the most convenient way of indicating the frequency of certain behavior as compared with that of other behavior.
In determining the frequency of certain specified behavior preceded or followed by other specified behavior, as for example the frequency of check payments following the sending of a notice of prospective maturity, the answers of each bank to the relevant questions were associated directly. Thus instead of merely associating the percentage of banks sending notices of prospective maturity and the average of the percentage estimates of check payments, the answers to twenty-eight (a) (which showed the frequency of check payments) of those banks -which send out nQtices were totalled and divided by the number of banks answering twenty-eight (a).
The following conclusions were drawn from the interview study 5 (1) That discounts and loans to makers of direct time notes who are customers, as distinguished from discounts and loans to makers of direct time notes who are not customers, are frequent is indicated by the fact that the answers to questions one to five which were addressed to the situation in which the bank holds the customer's direct time note were stated with the positive assurance with which are given descriptions of the way everyday situations are met.
(2) For the same reason the answers to questions two, three, four, and five show that direct time notes are frequently paid in full out of the checking account. The number of such payments is indicated by the answers to question fifteen as interpreted. The percentage of maturing direct time notes paid in full by customers as shown by An average of the estimates of the 134 banks answering this question is 16. Acquaintance with banking justifies the conclusion that a large majority of these payments are made out of the checking account.
(3) The discounting of or lending upon the direct time notes of customers sometimes is accompanied by the pledging of collateral and sometimes is not. In answer to question five only five banks stated that they do not have secured direct time notes. The answers to question six also indicate that some direct time notes are secured; the answers to questions four and six show that some are not. Nevertheless no conclusion as to the fre5The aspects of behavior -which make up the transactions are sometimes referred to by the symbols described in the second article of this series. These symbols appear in italics.
quency of secured as compared to unsecured direct time notes can be reached from the answers given in the interview study. The answers to question six which asked for the percentage of secured and unsecured direct time notes were judged to be of no value beyond indicating that such notes are sometimes secured and sometimes unsecured.
(4) Whether or not the proceeds of direct time notes are credited is not indicated by the interview study except insofar as it appears that loans upon or discounts of such notes are usually made for checking account customers.
(5) In-answer to question one 103 banks stated that they send notices of prospective maturity to the makers of all direct time notes and 50 stated that they do not.
(6) There was no question specifically dealing with the practice of placing a hold against the customer's account on the morning of thd due date. The information sought by questions four and four (a), however, was such that it is unlikely that a banker in a bank which places holds would answer these questions without disclosing the practice. If the answers were perfunctory it is possibl e that these questions might have been answered without any comment. The interviews, however, with the exception of a very few, were thoughtfully and willingly given. Moreover, in many instances discussion of question four failed to disclose the existence of the practice despite the fact that the discussion was of a scope which would have done so were there any such practice. Indeed in some instances it was said that holds are not placed.
(7) The interview study does not show whether or not payments by check before the day of maturity happen or, if they do, their frequency. As interpreted, the answers to question twenty-eight (a) are directed at payments by check on and after the day of maturity.
(8) In reply to question two each of the 153 banks answered that it charges a customer's account with the amount of a check given on the day of maturity in payment of his direct time note.
The frequency of such payments by check on the day of maturity depends upon the answers to question twenty-eight (a). 140 banks answered this question; 13 did not. Of these answers 97 were numerical and 43 were non-numerical. The non-numerical answers were given numerical values in the light of the answers of the bank to the other subdivisions of question twentyeight. The three subdivisions specified the only ways in which payments out of the checking account are made. Thus the word "few" was valued at five where the other answers were "95" and "none" and at two where the other answers were "over 95" and "few."
As interpreted, the answers to twenty-eight (a) indicate the
frequency of check payments of all time notes whether directs or receivables, whether secured or unsecured, and whether made on or after the day of maturity. It is believed that these estimates are as true for direct time notes as they are for direct time notes and receivables combined and have been taken to apply to the former. The average of the 140 answers is 69 per cent. This average is an average for check payments whether made on or after the day of maturity and whether or not preceded by the sending of a notice of prospective maturity. The percentage of check payments on the day of maturity may be computed by reference to the answers to question sixteen. The percentage of notes paid in full out of the checking account which are paid on the day of maturity is the same as the percentage of all notes taken care of which are taken care of on the day of maturity. The answers to question sixteen show that 95 per cent of all notes taken care of are taken care of on the day of maturity. Consequently the number of check payments on the day of maturity is estimated to be 95 per cent of the number of check payments made or 66 per cent. 6 In order to determine the frequency of payments by check on the day of maturity which are and which are not preceded by a notice of prospective maturity the answers to twenty-eight (a) of those banks which send notices were totalled and divided by 140 and the same procedure was followed with the answers of banks not sending notices. The frequency of check payments preceded by notice was found to be 49 per cent and of check payments not preceded by nzotice 20 per cent. These percentages include payments on and after maturity. The frequency of ehczk-on preceded by notice is 46 per cent and not preceded by notice 19 per cent.
(9) No question asked whether payments after maturity are made by the customer's check. The answers to question sixteen, however, showed that some notes are taken care of, i.e., paid in full or in part or renewed in full, after the day of maturity. It may be inferred that payments after maturity are made by check as well as by instructions or debit. The frequency of payments by check after the day of maturity is shown by the answers to question twenty-eight (a). As pointed out in the preceding paragraph 69 per cent of all payments are check pay-6 A percentage of a percentage is taken because neither question twentyeight nor any other question shows the number of payments on the day of maturity and the number after. It is only by reference to question sixteen that the ratio of the number of payments on the day of maturity to the number of payments after may be determined. The danger of compounding error which this procedure involves is reduced to a minimum by the fact that the answers to question sixteen were uniformly to the effect that few notes (5 per cent) were not taken care of on the day of maturity. ments. Of these 5 per cent are after maturity. Consequently 3 per cent of all payments are check payments after maturity. The frequency of check payments preceded by notice is 49 per cent and of check payments not preceded by notice is 20 pep cent. These percentages include check-after preceded by notice and check-after not preceded by notice. The frequency of check-after preceded by notice is 2 per cent and not preceded by notice 1 per cent.
(10) No information was sought as to the making of debit entries for the amount of checks given in payment before the day of maturity.
(11) The 153 affirmative answers to question two show that debit entries are always made following the giving of a check on the day of maturity.
(12) No information was sought as to the making of debit entries for the amount of checks given in payment after the day of maturity. But from the answers to question two it is inferred that debit entries always follow the receipt of checks given in payment after the day of maturity.
(13) Question twenty-eight sought no information as to instructions to charge given before the day of maturity.
(14) The answers to question three show that the customers of 152 of the 153 banks give instructions on the day of maturity to charge their direct time notes. The frequency of instructions on the day of maturity depends on the answers to twenty-eight (b). These answers indicate the frequency of payments of all time notes, whether directs or receivables and whether secured or not, by instructions to charge on and after the day of maturity. The average frequency of all instruction payments is 19 per cent. As appears in paragraph (8), 95 per cent of all payments are on the day of maturity. Consequently the average frequency of instructions to charge on the day of maturity is 18 per cent. This figure indicates the frequency of instructionson preceded by notice and not preceded by notice. The frequency of all instruction payments preceded by notice is 13 per cent and of all such payments not preceded by notice is 6 per cent. Instructions-on preceded by notice have a frequency of 12 per cent and instructions-on not preceded by notice have a frequency of 6 per cent.
(15) The answers to question sixteen and twenty-eight(b) as interpreted show that after the day of maturity customers give instructions to charge. The frequency of instructions-after is indicated by the answers to twenty-eight(b). The frequency of all instruction payments is 19 per cent. Since 5 per cent of these are after maturity the frequency of instructions-after is 1 per cent. This percentage includes instructions-after whether or not preceded by notice. When the frequency of instructions-after preceded by notice and not preceded by notice is determined it is found that the frequency of each is less than 1 per cent.
(16) No information was sought as to the making of debit entries following instructions to charge given before the day of maturity.
(17) The 152 affirmative answers to question three show that debit entries are always made following instructions to charge given on the day of maturity.
(18) No information was sought as to the making of debit entries following instructions to charge given after the day of maturity. But from the answers to question three it is inferred that debit entries always follow the giving of instructions to charge.
(19) The answers to question four show that of the 153 banks 100 make debit entries on the day of maturity (,without either check or instructions) for the amount of unsecured direct time notes of customers and that 9 sometimes do so. From the 153 answers to question five it appears that only 14 of these 109 banks make debit entries for the amount of secured direct time notes on the day of maturity without either instructions or check. Of the banks which make debit entries without either instructions or check on the day of maturity, 13 do so at the opening for business or during the day and 96 at the close of business.
The frequency of debit-opening depends on the answers to four(a) and tventy-eight(c). As interpreted the answers to twenty-eight(c) indicate the frequency of payments of all time notes whether directs or receivables and whether secured or not by the making of debit entries (without instructions or check) either at the opening for or at the close of business on the day of maturity or on a subsequent day. As appears in paragraph (8), 95 per cent of the debit entries without instructions or check are on the day of maturity. The frequency of debit entries (without instructions or check) at the opening for business as shown by the answers to four(a) and twenty-eight(c) is 1 per cent and consequently the frequency of dcbit-opcning is 1 per cent. This figure shows the frequency of debit-opcning whether or not preceded by notice. The frequency of debit entries (without instructions or check) at the opening for business on or after the day of maturity which are preceded by notice is 1 per cent and of those which are not preceded by notice is less than 1 per cent. The frequency of debit-opening (on the day of maturity) preceded by notice is 1 per cent and not preceded by notice less than 1 per cent.
(20) The answers to question four(a) show that 96 of the 109 banks which on the day of maturity make debit entries (without instructions or check) for the amount of a customer's direct time note, do so at the close of day. The frequency of debit-close depends upon the answers to questions four(a) and twenty-eight (c). As interpreted, the answers to twenty-eight (c) indicate the frequency of payments of all time notes, whether directs or receivables and whether secured or unsecured, by the making of debit entries (without instructions or check) on the day of maturity either at the opening for or close of business or after the day of maturity. As pointed out in paragraph (8), 95 per cent of these are made on the day of maturity. The frequency of debit entries (without instructions or check) at the close of business as shown by the answers to four (a) and twentyeight(c) is 11 per cent and consequently the frequency of debitclose is 10 per cent. This percentage shows the frequency of debit-close whether or not preceded by notice. The frequency of debit entries (without instructions or check) at. the close of business on or after the day of maturity which are preceded by notice is 7 per cent and of those which are not preceded by notice is 4 per cent. Consequently the frequency of debit-close preceded by notice is 6 per cent and not preceded by notice is 4 per cent.
(21) The answers to questions sixteen and twenty-eight(c) as interpreted show that 109 banks make debit entries after the day of maturity without instructions or check. The frequency of debit-after depends on the answers to twenty-eight(c). The frequency of debit entries without instructions or check on and after the day of maturity is 12 per cent and since 5 per cent of these, as pointed out in paragraph (8), are made after the day of maturity the frequency of debit-after is 1 per cent. This figure shows the frequency of debit-after whether or not preceded by notice. The frequency of debit entries (without instructions or check) preceded by notice is 8 per cent and not preceded by notice is 4 per cent. As 5 per cent of these are made after the day of maturity the frequency of both debit-after preceded by notice and of debit-after not preceded by notice is less than 1 per cent.
(22) The answers to question four (b) show that of the 109 banks which make debit entries (without instructions or checks) 46 send a notice of such a debit entry to customers and 61 do not. Two banks did not answer this question.
The frequency of notice of debit preceded by other behavior may be determined by the answers to questions one, four (a), four(b), and twenty-eight(c). The frequency of wotice-debit preceded by notice of prospective maturity and debit entries (without instructions or check) at the opening of business is less than 1 per cent. Consequently, since 95 per cent of these are on the day of maturity, as pointed out in paragraph (8), the frequency of notice-debit preceded by notice and debit-opening is less than 1 per cent. The frequency of notice-debit pre- [Vol. 40 ceded by debit-entries (without instructions or check) at the opening of business is less than 1 per cent and consequently the frequency of notice-debt preceded by debit-opcning is less than 1 per cent. The frequency of notice-debit preceded by notice of prospective maturity and debit entries (without instructions or check) at the close of business is 2 per cent and consequently the frequency of notice-debit preceded by notice and debit-close is 2 per cent. The frequency of noticedebit preceded by debit entries (without instructions or check) at the close of business is 1 per cent and consequently the frequency of notice-debit preceded by debit-close is 1 per cent. The frequency of notice-debit preceded by notice of prospective maturity and debit entries (without instructions or check) is 2 per cent and consequently the frequency of noticc-debit preceded by notice and debit-after is less than 1 per cent. The frequency of notice-debit preceded by debit entries (without instructions or check) is 1 per cent and consequently the frequency of noticedebit preceded by debit-after is less than 1 per cent.
The frequency of debit entries at the opening for business preceded by notice of prospective maturity but not followed by notice-debit is 1 per cent. Consequently the frequency of notice and debit-opening not followed by notice-debit is 1 per cent. The frequency of debit entries at the opening for business not followed by notice-debit is less than 1 per cent. Consequently the frequency of debit-openizg not followed by notice-debit is less than 1 per cent. The frequency of debit entries at the close of business preceded by notice of prospective maturity but not followed by notice-debit is 5 per cent. Consequently the frequency of notice and debit-close not followed by notice-debit is 4 per cent. The frequency of debit entries at the close of business lowed by notice-debit is less than 1 per cent. Consequently the frequency of debit-close not followed by notice-debit is 3 per cent. The frequency of debit entries preceded by notice of prospective maturity but not followed by notice-debit is 6 per cent. Consequently the frequency of notice and debit-after not followed by notice-debit is less than 1 per cent. The frequency of debit entries not followed by notice-debit is 3 per cent. Consequently the frequency of debit-ofter not followed by notice-debit is less than 1 per cent.
(23) The answers to questions two, three, four, and five show that after debit entries in payment of notes, whether or not a notice of debit has been sent, checks for amounts beyond the credit balance remaining are referred to an officer as overdrafts. This is as true in the case of a debit at the opening for business on the day of maturity made without check or instructions as it is in any other case in which a debit entry is made.
Between February 14 and March 17, 1930, another study, called the day study, was made in Connecticut. During that period the number of commercial banks within the state was 158, the same number that existed when the interview inquiry was made. The day study was restricted to nineteen or 12.03 per cent of these banks. Each of the nineteen was chosen because of its proximity to New Haven and because of the likelihood that it would allow the study to be made. There were no other selective factors. The nineteen included both large urban banks and small rural institutions.
Information as to the behavior of the bank and customer in each of 433 time note transactions was secured and recorded on worksheets. The study at each bank was confined to the maturities of a single day. The number of notes maturing at each bank ranged from two at one to fifty-three at another.
A written list of explanations and interpretations of the column headings which appear below was supplied to each of the six investigators. The information was obtained and the worksheet filled in either during the day as each transaction was consummated or at the close of business on that day 7 or on the following day 8 The information was secured by the investigators from a person acquainted with the transactions who was either an officer in charge of the loan department or a teller in the discount cage. Sometimes both officer and teller were consulted. The officer or teller sometimes had the notes and always had the note tickler before him. In one case the procedure was different. The worksheet was mailed to the bank and filled in by someone, probably an officer or teller.
It is believed that the information recorded on the worksheets is reliable. In all cases information as to behavior before the day of maturity was obtained from a person who had the notes or tickler before him. The behavior of the parties on the day of maturity was recorded from the evidence of an officer who had observed the behavior either just a few moments before, a few hours before or the day before. In the cases in which the recording was not substantially symchronous with the events the officer or teller had the note ticder before him. The information contained in the one worksheet which was filled in by the bank and not by the investigator is also thought to be reliable. The intelligent and thorough manner in which every item of information sought is given stamps this worksheet as accurate.
The information is also believed to be comparable. It is true that the studies were not made at all the banks on the same day nor on the same day of the week and that the studies were scattered over a period of five weeks. But there is no reason to believe that the aspects of behavior studied varied from one day of the week to another or during the period of the studies.
The data disclosed by the worksheets is summarized below. In the summai each transaction is given equal consideration.
(1) Of the 433 notes which matured 301 were direct time notes. All but 23 of these were the notes of checking account customers. All of the 132 receivables were endorsed to the bank by customers.
(2) Of the 278 direct time notes of customers, 236 were taken care of, i.e., paid in full or in part or renewed in full, on the day of maturity. 30 notes were paid in full. 24 of these, or 10.17 per cent of those taken care of on the day of maturity, were paid out of the checking account. 3 were paid in cash and 3 by checks on other banks.
(3) Of the 24 direct time notes which were paid in full out of the checking account 6 or 25 per cent were secured and 18 were not. Of the other 254 direct time notes of customers, 77 or 30.31 per cent were secured and 177 or 69.69 per cent were not. Of the total of 278 notes 83 or 29.86 per cent were secured, (4) In this study no information was sought as to whether or not a credit entry was made for the amount of the proceeds of loans or discounts. (5) No attempt was made to ascertain whether or not notice of the prospective maturity of the time note was sent to the borrower.
(6) Column fifteen shows that neither in any one of the 24 transactions in which direct time notes were paid in full nor in any one of the other 254 direct loan or discount transactions was a hold placed against the maker's account on the morning of the due date.
(7) Since the day study sought information as to the disposition of notes on the day of maturity it does not show whether or not direct time notes are paid by check before the day of maturity.
(8) 13 or 54.17 per cent of the 24 direct time notes which were paid in full out of the checking account were paid by the customer's check drawn on his account with the bank. 2 of the 13 were secured and 11 were not. Since the 236 notes taken care of on the day of maturity are 84.89 per cent of all the direct time notes of customers it is inferred that the 24 direct time notes paid in full out of the checking account are 85 per cent of the direct time notes paid in full out of the checking account. 0 Consequently the frequency of payments of secured direct time notes by check on the day of maturity is 7 per cent and of unsecured direct time notes, 39 per cent.
(9) The day study yields no information as to whether or not direct time notes are paid by check after the day of maturity since the study was confined to the day of maturity.
(10) No information was sought as to the making of debit entries for the amount of checks given before the day of maturity.
(11) In each of the 13 transactions in which a direct time note was paid in full by check on the day of maturity a debit 8 85 per cent may be an understatement of the percentage of payments effected on the day of maturity. Of the 42 notes not taken care of on the day of maturity, on the basis of which it was inferred that 16 per cent of payments are made after the day of maturity, 25 were in 3 banks. These banks may not have been representative.
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entry for the amount of the check was made in the customer's ledger account.
(12) There were no columns in the worksheet in which to record the making of debit entries for the amount of checks given after the day of maturity.
(13) The day study does not show whether or not instructions are given before the day of maturity to charge before or on the day of maturity.
(14) In the case of 7 of the 24 direct time notes paid in full on the day of maturity, instructions to charge were given on the day of maturity. Since the notes paid on the day of maturity, as pointed out in paragraph (8), are 85 per cent of the notes paid, the frequency of iistructions-on is 25 per cent. 3 of the 7 notes were secured and 4 were not. Consequently the frequency of instructions-on where the direct time notes are secured is 11 per cent and where unsecured 14 per cent.
(15) In this study no information was sought as to whether or not instructions to charge direct time notes are given after the day of maturity.
(16) Nor was information sought as to the making of debit entries in the customer's ledger account following inzstructionsbefore.
(17) In each of the 7 transactions in which instructions to charge were given on the day of maturity debit entries were made in the customer's ledger account.
(18) This study does not show whether or not debit entries are made in the customer's ledger account following histruetions-after.
(19) Column fifteen shows that in none of the direct loan or discount transactions recorded was a debit entry (without instructions or check) made in the customer's ledger account at the opening for business.
(20) In 4 of the 24 transactions in which direct time notes were paid in full out of the checking account on the day of maturity a debit entry without instructions or check was made in the customer's ledger account at the close of business. One of the notes so paid was secured and three were unsecured. Since, as pointed out in paragraph (8), 85 per cent of the direct time notes paid out of the checking account are paid on the day of maturity the frequency of debit-close of secured direct time notes is 4 per cent and of unsecured direct time notes 11 per cent.
(21) The worksheets did not provide for the recording of information as to the making of a debit entry without instr uctions or check after the day of maturity.
(22) No information was sought as to whether or not a notice of the making of a debit entry without instructions or check was sent.
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(23) The day study does not show whether or not checks for more than the amount of the book credit balance following the making of a debit entry were presented nor whether or not such checks were honored. Columns sixteen, twenty, and twentythree in which this information was to have been recorded were not filled in. II An attempt will now be made to state, first, which of the 80 possible transactions 10 judged likely to happen in Connecticut do happen, and, secondly, the frequency of each of them. The statements will be in part an integration of the data obtained in the two studies, in part inference from that evidence, and in part intuitions of experience. Although these three processes are employed in determining both the happening and frequency of transactions, care is taken in each case to indicate upon which of them reliance is being placed. It is thought better to conclude a study in this manner than to end it with the recapitulation of the evidence which has just been given. When the process is integration or inference, sufficiency of evidence and cogency of reasoning can best be judged when in juxtaposition with conclusion; when experience is relied upon, the need of further inquiry and reliable evidence can best be decided if the conclusion from experience is made to take its place in a symmetrical mosaic of findings.
Whether a likely possible transaction is found to happen depends upon the finding that each of its constituent aspects of behavior happens, and that each invariably happens in the order indicated by the likely possible transactions. Therefore in a detailed presentation of conclusions as to which of the 80 likely possible transactions happen in Connecticut, it is convenient to take up in order each of the aspects of each of the likely possible transactions and to ascertain its happening and by what other aspects it is preceded or followed.
(1) The behavior referred to by discount happens very frequently (par. (1), p. 759, supra; par. (1), p. 767, supra).
(2) Security sometimes does and sometimes does not accompany discount (par. (3), p. 759, supra; par. (3), p. 768, supra) .
(3) That credit whether preceded by either discount, security or discount happens is judged from experience (see par. (4), p. 760, supra; par. (4) p. 768, supra). Support for this judgment is supplied by the facts as to the percentage of exchanges which are effected by means of deposit currency and the percentage of the volume of deposit currency which is created by loans and discounts.11 (4) Credit preceded by either discount, security, or discount sometimes is and sometimes is not followed'" by notice (par. (5) -4, 9-12, 25-8, 33-6, 49-52, 57-60, 65-8, and 73-6 which include the aspect of hold preceded by either discount, security, credit, notice, or discount, credit, notice, or discount, security, credit, or discount, credit, are not transactions. (6) It is believed that payments in full of direct time notes before the day of maturity by check, if they occur at all, happen so infrequently that they may be disregarded (see par. (7), p. 760, supra; par. (7), p. 768, supra). Experience indicates that if it is not contemplated that a loan will be liquidated or renewed on a fixed future day a demand rather than a time note is used. Situations in which a time note is used and in which unanticipated events make liquidation by check prior to the day of maturity more convenient to the'customer are very infrequent. For the same reason debit-check following check-before may be disregarded. Consequently likely possible transactions 41-44 which terminate with check-bcfore and debit-check either are not transactions or, if they are, happen so infrequently that further inquiry to determine whether they are sequential transactions is unnecessary.
(7) Check-on and. debit-check on the day of maturity happen and happen whether preceded by either discount, security, credit, notice, or discount, credit, notice, or discount, security, credit, or discount, credit (par. (8), p. 760, mpra; par. (11), p. 762, supra; par (8), p. 768, supra; par. (11), p. 768, supra) . Therefore likely possible transactions 5-8 which terminate with check-on and debit-check are transactions.
(8) Check-after followed by debit-check happens and happens whether preceded by either discount, security, credit, notice, or discount, credit, notice, or discount, security, credit, or discount, credit (par. 9), p. 761, supra; par. (12), p. 762, supra) . It follows that likely possible transactions 53-56 which terminate with check-after and debit-check are transactions.
(9) For the reasons stated in paragraph (6) (p. 771, supra)
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it is concluded that instructions-before followed by debit-instructions either does not happen or happens so infrequently that no further inquiry as to whether likely possible transactions 45-48 which terminate with instructions-before and debit-instructions are sequential transactions is necessary (see par. (13) (10) Instructions-on followed by debit-instructions happens and happens whether preceded by either discount, security, credit, notice, or discount, credit, notice, or discount, security, credit, or discount, credit (par. (14), p. 762, supra; par. (17), p. 763, supra; par (14), p. 769, supra; par. (17) , p. 769, supra). Consequently likely possible transactions 13-16 which terminate with instructions-on and debit-instructions are transactions.
(11) Instructions-after followed by debit-instructions happens and happens whether preceded by either discount, security, credit, notice, or discount, credit, notice, or discount, security, credit, or discount, credit (par. (15), p. 762, supra; par. (18), p. 763, supra; par. (15), p. 769, supra; par. (18), p. 769, supra) . It follows that likely possible transactions 61-4 which terminate with instructions-after and debit-instructions are transactions.
(12) Debit-opening happens and happens whether preceded by either discount, security, credit, notice, or discount, credit, notice, or discount, security, credit, or discount, credit (par. (19), p. 763, supra; see par. (19) p. 769, supra) . Consequently likely possible transactions 17-20 which conclude with debitopening are transactions and likely possible transactions 21-4 which include debit-opening may be transactions.
(13) Debit-close happens and happens whether preceded by either discount, security, credit, notice, or .discount, credit, notice, or discount, security, credit, or discount, credit (par. (20), p. 763, supra; par. (20) , p. 769, supra). It follows that likely possible transactions 29-32 which terminate with debit-close are transactions and that likely possible transactions 37-40 which include debit-close may be transactions.
(14) Debit-after happens and happens whether preceded by either discount, security, credit, notice, or discount, credit, notice, or discount, security, credit, or discount, credit (par. (21) , p. 764, supra). Consequently likely possible transactions 69-72 which terminate with debit-after are transactions and likely possible transactions 77-80 may be transactions.
(15) Notice-debit happens and happens after debit-opening, debit-close, or debit-after whether preceded by either discount, security, credit, notice, or discount, credit, notice, or discount, security, credit, or discount, credit (par. 22, p. 764, supra A tabulation of the frequency percentages of these types delived from the interview study (par. (1)-(22), pp. 759-764 , supra) appears in Table I . Since the estimates of the frequency of secured notes given in answer to question six were regarded as unreliable, the percentages are given for pairs of types of transactions. Table II tabulates the percentages derived from the worksheets of the day study (par. (1)- (22), pp. 767-769, supra). Since the worksheets provided no columns for woticc and woticedebit, the percentages are for groups of types of transactions. It is believed that this study justifies the conclusion that the 40 types of transactions listed in Table I are the types which happen in Connecticut; and that transactions of other types happen, if at all, so infrequently that they may be disregarded in an attempt to find institutional patterns or sequences. 'The interview study, confirmed by the day study, is convincing as to the happening and the order of happening of each of the constituent aspects of each of the 40 types except credit and the aspects, check-after, instructions-after, and debit-after which differentiate the transactions for liquidating, aftei maturity, notes which are neither paid nor renewed when due. It is confidently judged for reasons already stated (par. (4), p. 771, supra) that credit takes its indicated place in each of the 40 types. Acquaint-ance with banking leads to the conclusion with which the data of both studies are in accord that even though transactions conforming to types 53-6, 61-4, 69-72, and 77-80 are found they happen so infrequently that no one of these types is an institutional way of doing business or a sequence.
A consideration of the significance of the frequency percentages has led to the following conclusions. First, the day study, despite the excellence of its method and the fact that transactions in 12.03 per cent of the banks were recorded, is not representative. The notes for one day only were recorded and but 24 of the 278 direct time notes were liquidated in full out of the checking account. The frequency percentages computed from these 24 notes will be relied upon only as a check on the interview study frequencies. 15 Secondly, the significance of the percentage frequencies of the interview study is not lessened by the fact that the answers of the several banks are not weighted 1 0 There appears to be no reason for weighting them. There is no evidence in either study that the types of the transactions which happen in large banks, which might be thought to have more transactions, differ from the types of the transactions which happen in small banks or that the frequency of any one type is greater or less depending upon the size of the bank. Such differences as are disclosed are regional. Thirdly, the answers to questions fifteen, sixteen, and twenty-eight are believed to be reliable estimates. Since these estimates are very numerous, never less than 134 of a possible 153, they have the value which may be assigned to the result of integration of multiple opinions. Fourthly, the reliability is not lessened because some of the estimates are expressed in percentages and a smaller number in words. It is believed that this difference in symbolization is of no consequence. Confidence is placed in the substitution of percentage equivalents for the non-numerical answers which was made. in the manner described above.1 7 Fifthly, the estimates made in answer to question twenty-eight are as correct for direct time notes as they are of direct and receivable time notes as a group. These answers are taken to show the comparative frequency of payment of direct time notes by check, instructions, and debit on the day of maturity. Insofar as tlie worksheet frequencies can be used as a check they show substantially the same comparative frequency of check, instruction, and debit payments 25 It is interesting, however, to note the close correspondence between the results of the two studies. See Table III 
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YALE LAW JOURNAL of direct time notes as do the answers to question twenty-eight. 1 A comparison of the worksheet data for direct with its data for receivable time notes, however, shows a larger number of debit payments of receivables and suggests that the answers to question twenty-eight may show a somewhat larger percentage of debit payments than would estimates made in answer to a question limited to direct time notes. Sixthly, the frequencies appearing in Table I for pairs of types of transactions are as reliable as the estimates for the constituent aspects of behavior in these transactions. No question can possibly be raised as to the accuracy of answers to questions one, four (a), and four (b). Since, for example, a notice of prospective maturity either is sent in every instance or is never sent the answer of a bank which sends notices that 60 per cent of its direct time notes are paid by check is in fact an answer that 60 per cent of its notes are paid by check following a notice of prospective maturity. Consequently the process of computing the frequency percentages which appear in Table I does not in any way weaken the reliance which may otherwise be placed upon them. Seventhly, frequencies for the forty types of transactions cannot be computed from the frequencies appearing in Table I . The interview study provides no estimates as to the frequency of secured and unsecured time notes. If frequencies for transactions are to be determined it must be on the basis of the ratio of secured to unsecured notes shown by the 278 direct time notes of the worksheet. 1 9 Such a procedure cannot be justified.
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